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Overview 


The decentralization of the manufacturing sector following World War II created 
an abundance of jobs across the United States, becoming one of the main 
economic sectors in the country. However, since the mid-1980s manufacturing has 
been declining in importance as firms begin to automate production and move 
operations abroad. Despite these trends, the manufacturing sector still constitutes 
an important part of local and regional economies in the United States, especially 
in rural areas. Therefore, it is imperative that policy-makers understand the 
strengths and weaknesses of their manufacturing base. Given the nature of the 
global economy, policy-makers need to identify areas of economic comparative 
advantage that they can build upon; and areas of economic vulnerability that they 
need to strengthen. 


Increasingly, communities are focusing their development efforts at attracting 
quality jobs, rather than attracting the largest quantity of jobs. Given this 
preference, the skill level of the workforce is a crucial consideration in determining 
an economic development strategy. A community’s chance of successfully 
attracting a particular industry rests heavily with the skill base in the community. 
Different types of manufacturing firms require different labor skills, and will 

locate to areas that best suit their labor needs. For example, high-skill firms may 
not locate to areas with a poorly educated workforce since they may have difficulty 
finding qualified employees. On the other hand, low-skill firms may not locate to 
areas with a highly educated workforce since they may have to pay higher wages. 
Successful economic development partly rests with matching an industry’s skill 
demand with the available skill base in the community. 


Skills-Mismatch Index 


One method to measure the disparity between the demand of each skill level of an 
industry and the supply of each skill level in the local community is by using the 
Skill-Mismatch Index (SMI). Higher SMI values indicate a greater mismatch of 
labor force skills for that industry in the county. The SMI can be interpreted in 
two ways. First, ranking the SMI values for each manufacturing industry within a 
county provides a form of industry targeting, indicating which industries are best 
suited to the skill base in the county. Second, SMI values can be used in 
developing programs that strengthen labor force skills in order to make the area 
more attractive to selected industries. 


The SMI is calculated by taking the difference between the industry skill 


“demand” minus the county skill “supply”. Industry skill demand was defined as 
the average proportion of high, semi and low skilled workers within an industry 
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using data from the Occupational Employment Survey, U.S. Department of Labor 
(DOL). DOLs seven occupational classifications were collapsed into three 
categories that reflect, as much as possible, the amount of training and education 
required to perform that occupation. From this, the percentage of workers for each 
skill level was calculated by industry and was used to represent industry skill 
demand. County skill supply was determined using educational attainment data 
from the U.S. Census Bureau. Refer to the Appendix for a list of skill demand for 
the manufacturing sector. 


2 - Technical workers, middle managers. Bachelor's Degree. 
4 - Fore people/managers of production. Some college, no degree. 
5 - Clerical, administrative workers. 
6 - Service workers. Less than high school education. 
7 - Production, farm, mining, transport workers. 


Skill-Mismatch Index (SMI) 


3 

2 
SMI sector — sy 6, = M,) 
j=l 

Where: 

j = Skill Level (1=High, 2=Semi, 3=Low). 

Sj = Percent of County Population with Skill Level j. 

Mi =Percent of Workers in Industry i with Skill Level j. 





The following maps present the SMI for each county, and give some indication as 
to the national competitiveness of Missouri’s labor force skills in the 
manufacturing sector. It is important to note that a poor skill match does not 
necessarily mean that the county has poor educational levels. Different types of 
manufacturing firms require different labor skills, and will locate to areas that best 
suit their labor needs. For example, high-skill firms may not locate to areas with a 
poorly educated workforce since they may have difficulty finding qualified 
employees. On the other hand, low-skill firms may not locate to areas with a 
highly educated workforce since they may have to pay higher wages. 
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Manufacturing Skills - Mismatch Index: 
SIC20 - Food and Kindred Products 


Shilts-Mismatch 

Best Skill Match 

(SMI < 26) 

Very Good Skill Match 
= (SMI = 26 - 60) 

Faw Skit Match 

(SMI 50 ~ 100) 

Poor Skill Maten 

(SMI = 100 - 200) 

Very Poor Ska Match 
(SMI = 200 - 300) 

Worst Skil Mach 
os (SMI > 300) 





State Mean. 133.19 


Cais fron 1934 


Seace US Deparrvent Lape 
US Censiue Sureau 


P. 4of 2 
ae RESEARCH AND PLANNING 


Manufacturing in Missouri: Missouri Department of Economic Development 
Skills-Mismatch Index 


Manufacturing Skills - Mismatch Index: 





Quis fron 1994 


Soace US Depsrrvent ¢ Lape 
US Census Sureau 


Page 5 of 27 


Manufacturing in Missouri: 
Skills-Mismatch Index 





SIC21 - Tobacco Products 
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Manufacturing Skills - Mismatch Index: 
SIC22 - Textile Mill Products 


Skilts-Mismatch 
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Manufacturing Skills - Mismatch Index: 
SIC23 - Apparel and Other Finished Fabric Products 
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Manufacturing Skills - Mismatch Index: 
SIC24 - Lumber and Wood Products 
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Manufacturing Skills - Mismatch Index: 
$1C25 - Furniture and Fixtures 
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Manufacturing Skills - Mismatch Index: 
SIC26 - Paper and Allied Products 
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Manufacturing Skills - 
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Manufacturing Skills - Mismatch Index: 
$IC28 - Chemicals and Allied Products 
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Manufacturing Skills - Mismatch Index: 
SIC29 - Petroleum Refining and Related Industries 
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Manufacturing Skills - Mismatch Index: 
$IC30 - Rubber and Plastics Products 
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Manufacturing Skills - Mismatch Index: 
$1C31 - Leather and Related Products 
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Manufacturing Skills - Mismatch Index: 
SIC32 - Stone, Clay, Glass and Concrete Products 
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Manufacturing Skills - Mismatch Index: 
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Manufacturing Skills - Mismatch Index: 
S!IC34 - Fabricated Metal Products, 
Except Machinery and Transportation 
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Manufacturing Skills - Mismatch Index: 
SIC35 - Industrial and Commericial Machinery 
and Computer Equipment 
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Manufacturing Skills - Mismatch Index: 
SIC36 - Electronic and Electrical Equipment and Components 
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SIC37 - Transportation Equipment 
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Manufacturing Skills - Mismatch Index: 
SIC38 - Measuring, Analyzing, and Controlling Instruments; 
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Manufacturing Skills - Mismatch Index: 
SIC39 - Miscellaneous Manfacturing Industries 
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Il. Appendix 


Industry Skill Demand 


| CTC CCCPercentoof Employees 
| siC | High-Skilled__| __Semi-Skilled _|__Low-Skilled__| 
P02 | 70.63 | 
[2 6g6 [igs [7599 


Source: Occupational Employment Survey, U.S. Department of Labor 
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